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In 1982, when Mexico suddenly suspended foreign debt payments, the financial world was stunned.
But few ordinary Mexicans were, considering the national economy had been visibly disintegrating
for the previous six months. The peso, which stood at 28 to the dollar when 1982 began, was
fluctuating wildly around 100 to 130 to the dollar. Local dollar accounts, most people's main hedge
against further devaluation, were converted overnight into pesos at half their real value, enraging
middle-class depositors. Mexico has since gone through other wrenching changes. In 1983, more
than 300,000 construction workers lost their jobs as real estate values crashed and the government
stopped public works projects; most were never rehired. Peasants suffered from rising raw materials
costs and sinking farm prices. The government reported that average annual earnings of agricultural
workers plunged from the equivalent of $412 in 1982 to $163 in 1984. Most professional salaries were
cut in half.
Reconstruction from the 1985 earthquake absorbed much of Mexico's small public-housing and
school construction budget last year, while oil prices crashed to a third of their 1981 peak. Victor
Guerra received his doctorate in computer science from Rice University in 1972 and returned home
to work in Mexico's national university (UNAM), where he ascended quickly through the science
departments into the top ranks of the administration bureaucracy.
Coordinating all the scientific research programs at the school which together accounted for half the
basic research conducted in Mexico , Guerra was earning the equivalent of $5,000 a month. Then,
eroded by the devaluation, his income dwindled in dollar terms to $650 a month. Like most salaried
professionals, he did not get automatic wage adjustments to compensate for inflation. "Going from
$5,000 to $650 was a shock, but we adjusted," said Guerra, whose salary since has been raised to
about $1,000 a month. Public university salaries have been slashed throughout Mexico, forcing many
teachers to moonlight and frequently miss class.
Some academics, like Jorge G. Castaneda, now in his tenth year as a tenured political science
professor at the Universidad Nacional de Mexico (UNAM), boost their incomes by speaking and
writing for audiences abroad. Before 1982 he earned $1,200 monthly; in June, his salary was raised
by 23% to about $400 a month. During 1982 alone, the earning power of Mexico's urban working
class sank from a level close to that of southern Europe to that of Central America. Officials say the
economic problems of the last five years have not had the drastic effect on employment that many
experts had predicted.
Most Mexicans have suffered a loss in purchasing power but still have jobs, the officials assert.
If the government hadn't defied its union allies and let real wages fall, unemployment would
be far higher, they contend. Unemployment has been most severe in big industrial centers like
Mexico City and Monterrey. Yet in May, according to government figures released last week, the
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unemployment rate in urban areas stood at 3.7% less than that registered in most US cities and close
to the jobless levels in Mexico before the economic crisis broke. Many analysts dispute the official
employment figures. In 1986, the Budget and Planning Ministry counted 1.1 million unemployed out
of a total work force of 28.2 million. But the Business Coordinating Council, which groups together
Mexico's leading industrial associations, produced an estimate of 3.3 million jobless.
And last month the Labor Congress, a confederation of government-aligned unions, said there are 5
million unemployed. The Labor Congress also challenges government estimates of the decline in the
average worker's purchasing power, contending that real union wages have been halved since 1982.
A minimum wage earner, union economists note, had to work three hours to buy two pounds of
beef five years ago; today two pounds of meat costs a full day's pay. Government economists contest
labor's calculations. "These numbers are not intended as information, but as a basis for negotiation,"
a senior official said. New government figures show an average real wage drop of 12% between 1983
and 1986, including benefits, while minimum wage earners suffered a 19.5% income loss, the official
said.
The UN Economic Commission for Latin American and the Caribbean charts a bleaker picture.
The purchasing power of the minimum wage fell by 25% in 1983, another 8% in 1984, 1% in 1985,
and 11% last year, the UN agency said. In 1987 this trend continued, with wages lagging about 10%
behind inflation. According to a study this month by one progovernment union, 43% of Mexico's
regularly employed work force receives the minimum wage, which is now about $3.10 for an eight-
hour day. Economists estimate that at least a third of Mexico's workers earn less than the legal
minimum. If wages do not rise, economists assume, more people will quit low-paying jobs to fend
for themselves.
There are no reliable statistics on what the government terms "informal" employment. But the
streets, parks and sidewalks of the capital are far more crowded with vendors and performers than
they were five years ago. Products ranging from dollar-a-dozen roses to basketball-sized hunks of
cotton candy are peddled vigorously anywhere cars or pedestrians gather. At busy intersections,
bleary-eyed "fire-eaters" spit out kerosene flames over idling cars and panhandling mimes.
Many of these recent entrants into Mexico's underground economy say they didn't seek such work
because they were jobless, but because they could earn more money in less time. But competition
on the street is intensifying, they say. Mexican officials often argue that the economic crisis appears
far more acute when viewed through the distorting lens of Mexico City. A quarter of Mexico's 81
million people and nearly half its industry are concentrated in the capital area, making the effects
of recession unusually visible, they say. "The crisis is basically a phenomenon of the center," one
senior official said. "But in the provinces you see that much of the economy is doing rather well. You
hardly even hear the word crisis."
Yet much of the troubles afflicting Mexico's urbanized center are symptoms of the ills of the
countryside, where social services and crop subsidies have been sharply cut. More than a thousand
poor migrants from rural Mexico arrive in the capital daily to settle in vast slum zones like Chalco, a
ramshackle sprawl of cinderblock huts and dirt streets whose population expanded from 100,000 in
1982 to more than 400,000 today.
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The capital's attraction is that it is one the cheapest places in Mexico to live, even though the debt
forced the government to reduce city subsidies. In the past year alone, subway fare jumped from one
to 50 pesos. But 50 pesos is just four US cents. Public transportation in most Mexican cities costs at
least triple that. Even if unemployment rates have not changed radically, many people have suffered
in the economic upheaval.
One industrial association estimated recently that a thousand manufacturing jobs are eliminated
weekly by the shrinking local market and rising import competition a result of trade liberalization
policies adopted in part to appease Mexico's creditors. The vast state industrial sector employs a
million people, a number little changed since 1982, budget officials say.
Yet increasingly, the government is laying off thousands of skilled workers at sugar mills, truck
factories, railroads, and other money-losing enterprises. Last year the government closed the doors
of 84-year-old Fundidora Monterrey, Latin America's oldest operating steelworks. The Monterrey
foundry directly employed 6,000 members of government-affiliated unions. Most state businesses,
however, have lowered costs by dropping pay rates.
For instance, wages for stewardesses employed by Aeromexico, state-owned airline, have declined
by a factor of nine. Doctors, scientists, engineers, and other professionals who could find work
abroad have also generally stayed on the job. For instance, the 1,600 university scientists and
research assistants supervised by Guerra have had their personal incomes cut in half since 1981.
Their annual research budget has been slashed by three-quarters to $50 million. Yet few have left.
"When our wages started falling, predictions were that we were going to lose a lot of researchers to
the United States, to Europe, Australia, or wherever," Guerra said. "But the fact is it didn't happen.
We underestimated the commitment people felt to Mexico and to the university." (Basic data from
WASHINGTON POST, 08/16/87)
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